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teacher, or firefighter/emergency med-
ical technician using an FHA-insured 
mortgage to finance purchase of the 
home may finance reasonable and cus-
tomary closing costs with the FHA-in-
sured mortgage. 

(2) The amount of the FHA-insured 
mortgage may not exceed the dis-
counted sales price of the home plus: 

(i) The closing costs; and 
(ii) The costs of rehabilitating and/or 

improving the home, where purchase of 
the home is being financed with an 
FHA-insured 203(k) rehabilitation loan 
(see 24 CFR part 203). 

(c) Closing costs and selling broker’s 
commissions. In no event will HUD pay a 
buyer’s closing costs on the purchase of 
a property or a selling broker’s com-
mission through the GNND Sales Pro-
gram. 

§ 291.550 Second mortgage. 
(a) General. The second mortgage is a 

mortgage and note, payable to HUD, on 
the home purchased through the GNND 
Sales Program in the amount of the 
difference between the list price of the 
home and the discounted selling price. 

(b) Second mortgage term. The term of 
the second mortgage is equal to the 
owner-occupancy term (36 months) plus 
30, 90, or 180 days, as provided in 
§ 291.540(b). The amount of the second 
mortgage will be reduced by 1/36th on 
the last day of each month of occu-
pancy following the occupancy start 
date. At the end of the 36th month of 
occupancy, the amount of the second 
mortgage will be zero. 

(c) Sale or vacancy of home. If the law 
enforcement officer, teacher, or fire-
fighter/emergency medical technician 
sells his/her home or stops living in the 
home as his/her sole residence prior to 
the expiration of the owner-occupancy 
term, he/she will owe HUD the amount 
due on the second mortgage as of the 
date the property is either sold or va-
cated. 

§ 291.555 Refinancing. 
(a) General. A law enforcement offi-

cer, teacher, or firefighter/emergency 
medical technician may refinance the 

mortgage and note used to purchase 
the home. However, the total of the re-
financed mortgage and the remaining 
principal balance of the second mort-
gage may not exceed 95 percent of the 
value of the property, as appraised at 
the time of the refinancing. Unless 
HUD permits subordination pursuant 
to paragraph (b) of this section, the 
second mortgage described in § 291.550 
must hold a superior lien position to 
the refinanced mortgage. 

(b) Subordination of second mortgage. 
HUD may permit subordination of the 
second mortgage to the refinanced 
mortgage, but only if HUD, at its sole 
discretion, determines that the refi-
nancing will satisfy one of the fol-
lowing: 

(1) Will result in a lower annual per-
centage rate (APR) on the first mort-
gage; 

(2) Will be undertaken pursuant to 
HUD’s Section 203(k) Rehabilitation 
Loan Insurance Program in order to re-
habilitate or repair the home; or 

(3) Is necessary to prevent the law 
enforcement officer, teacher, or fire-
fighter/emergency medical technician 
from defaulting on the first mortgage. 

§ 291.560 Ineligibility of multiple-unit 
properties. 

Only single-unit properties are eligi-
ble for the GNND Sales Program. 

§ 291.565 Continuing obligations after 
purchase. 

To remain in compliance with the 
GNND Sales Program, the law enforce-
ment officer, teacher, or firefighter/ 
emergency medical technician must, 
for the entire duration of the owner-oc-
cupancy term: 

(a) Continue to own, and live in as 
his/her sole residence, the home pur-
chased through the GNND Sales Pro-
gram; and 

(b) Certify initially and once annu-
ally thereafter during and at the con-
clusion of the owner-occupancy term 
that he/she was at all times fully in 
compliance with paragraph (a) of this 
section. 
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